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Pk <5ON TO CONTACT:

CONTACT TELEPHONE NUMRER .

h. IN REPLY REFER TO.
L T DATE : DEC 11 1997

CERTIFIED MAIL

Dear Sir:

We have consideved your 2Application for Recognition of Exemption from Federal
Income Tax under secrion 531 (c) (4)

of the Internal Revenue Code and have
determined tha~ yYSu dc nor qualify for tax exemption under that section. Our
reasons for this conclusion

and tle facts on which it is basgad are exrlained
belcw.
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Section 501(c) (4) of the Code provides for the recognition of civic
leagues, social welfare organizations, or other organizations, not organized
for profit, but operated exclusively for the Promotion of social welfare.

€ way the common good
and general welfare of the people of the community. An organization embraced

within this section is one which is operated for the purpose of bringing about
civic betterment and social improvements.

Revenue Ruling 72-102, published in Cumulative Bulletin 1972-1,
states that a nonprofit organization formed to pPreserve the
housing development and to maintain streets, sidewalks and
use of residents is eéxempt under 501 (c) (4) . Membership is
owners of real Property in the development and assessments
support the organizations activities. It was heid that by maintaining the
Property normally maintained by a nunicipal government, the organization
served the ccmmon gocd and general welfare of the community.

on page 149,
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Revenue Ruling 74-99, published in Cumulative Bulletin 1974-1, on page 131,
modified Revenue Ruling 72-102 by stating guidelines under which a homeowner's
association could qualify for exemption und. . section 501(c) (4) of the Code.
One guideline is that a lomeowners' association must serve a community which
bears a reascnable recognizable relationship to an area identified as
governmental in order to qualify under section 501 (c) (4).

This ruling reads in part: »p community within the meaning of section

501(c) (4) and the regulations is not simply an aggregatior. of homeownersg bcund
together in g Structural unit formed as an irtegral part of a Plan for the
development of a real estate division and the sale of homes theiein. Although
an exact delineation of the boundaries of a "community" contemplated by
section S01(c) (4) =:is not possible, the term as used in that section has
traditionally been conscrued as having reference to a geographical unit
bearing a reasonable recognizable relaticnship to an area ordinarily
idantified as a gevernmental subdivision or 4 unit or district thereof."

"ne area served by your activities is a private residential housing
davelopment. Such an area does not constitute a "communicy" within the
meaning of 56A(c) (4) and tne underlying regulations.

Rev. Rul. 74-99 also points out that the use and enjoyment of the common areas
owned and maintained by a homeowner's association must be extended to members
of the general public, as distinguished from controlled use or access
restricted to the members of the association. For purposes of Rev. Rul.

74-55, vecreational facilities are included in the definition of "common
areas. "

Revenue Rulinc C-%2 publi hed in Cumulative Bulletin 1880-1, on page 116,
Erings cut the point chat a homeowner's association that does not represent a

community -~annot rescrict "he use of its facilities and areas and be tax
exempt under section 501 (c) (1) .




Based on the information submitted, we have determined that
is operating in essentially the same manner as
Revenue Ruling 74-99 and, therefore, we hold th
and operated to pProvide services for the personal benefit of Your member$ and
not primarily for pPromoting in some way the common good and general welfare of
the community. Any benefits to the community are not sufficient to meet the
requirement of the regulations that the organization be operated primarily for
the common good and general welfare of the people of the community,
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Preclude recognition of
Serve private rather than public
community because they are limiteq

Your attention is called to section 528 of
added by the Tax Reform Act of 197¢. This section provides that, in certain
Circumstances, a non-exempt homeowner's association may elect not to be taxed
on its "exempt function income" which includes membership dues, fees or
assessments from owners of real Property. The election is made by filing Form

1120H. If You determine that your organization qualifies under section 5-3,
YOu may find it beneficial to make this election.

the Internal Revenue Code which was

ed in section 501(c) (4) of the
is detezmination, You are

If you do not agree with our determination, You may request consideration

of this matter by the Office of Regional Director of Appeals. To do this, you
should file g3 written appeal ag explained in the enclosed Publication g892.
Your appeal should give the facts, law, and any cther informatior SO support

lease request it when You file your
The hearing may be held

at the regional office, or, if YOou request, at any mutually convenieint

dis*trict office. If you will be represented
Principal officers, that pPerson will need to
information authorization with us.

If you do not appeal this determinazi; within 30 days from the date of this

letter, as_explained in Publication 892, -hism letter will become our final
determination on this matter.

Appeals subwitted which do not contain all the documertation required by
Puplication 892 will be returned for completion.

If you have ary questions, please contact the person whose

hame and telephone
number are zi.own in the headi- ~ of this letter.

Sincerely yours,

Paul M. Earrington
District Director

Enclosure: Publication 892




